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would also ordinarily be true, when the income tax on the
corporation is, for instance, deducted from the interest of the
bondholder as well as from the dividends of the stockholder.
In some cases, however, it happens that the corporation
is willing to assume the tax as a whole, and to count the
tax among its fixed charges, declaring the coupons free from
tax. In such a case it is really the stockholders who pay;
for the interest on the bonds is fixed, and what is not
deducted from the interest must be paid out of the surplus
earnings which would otherwise ultimately go to the stock-
holders. The bondholders are not reached at all by such
a tax, except in the very indirect way that they may be
exposed to an ultimate diminution in the security of their
lien. But the tax as such does not strike them at all;
their property or income in the corporate bonds goes scot-
free. An additional tax upon the bondholder would thus
really not involve any injustice to them. Here, as well as
in the preceding case, a study of the real incidence of the
tax becomes important. What is apparently double taxa-
tion may turn out not to be such.

We may, therefore, sum up by saying that in so far as
the tax is general, it is manifestly unjust to tax both cor-
poration and security holder, but that when the tax is partial
or when the corporation assumes the tax as a whole, the
additional taxation of stockholder or of bondholder is not
necessarily either double taxation or inequitable taxation.

There remains the fourth and final form of double taxa-
tion by the same jurisdiction, which has given rise to con-
siderable difficulty. This applies especially to corporations.
The question is: Is it permissible to tax the corporation
on its property and again on its capital stock ?

The answer from the economic standpoint is simple. The
exact relations between capital stock and property are dis-
cussed more fully below.1 But for the purposes of this
argument it is clear that corporate property is at all events
one of the elements that contribute to the value of the capital
1 Infra, chap, viii., sec. iii.